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The previous article posed some questions about the
relevancy of the accounting function in today's
world. This suggests a new role for accountants, which
they are better qualified to fill than anyone else —

SOCIO-ECONOMIC ACCOUNTING:
ITS ORIGINS, ITS FUTURE—
An Interview With David F. Linowes
by Louise H. Dratler
Assistant Editor

the world of the
“Running through mergers and
businessman and the world of
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the social scientist have been polesis a common thread,” Mr. Linowes
apart. Today, however, the severity
explained. “When you are evaluat
of the nation’s social problems
ing mergers you are examining the
makes it imperative there be a rap
resources each company has and
prochement, one man believes.
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ating and integrating mergers, a
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Mr. Linowes believes in a broad
field he has written on frequently
definition of accounting that has
in this publication and in others.
served him on missions all over the
We saw his Times article and
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to the seat of government, had
some effect,” he said.
After serving in the Army Sig
nal Corps during World War II,
Mr. Linowes started his own firm
in a small office in the District of
Columbia. When he decided to
take on a junior there was only
room for one desk in the office. So
whenever Mr. Linowes came into
the office the junior would have to
continue his paperwork using the
top of a file cabinet as his writing
table. Today, 25 years later, that
junior is still with that firm as a
partner of Leopold & Linowes.
In 1953, while working with the
Community Chest for the D.C. In
stitute of CPAs, Mr. Linowes was
asked to head a citizens’ committee
to combat charity rackets then op
erating in Washington. Legislation
was needed, but the legitimate
charities could not initiate any ac
tion themselves for fear of losing
their tax exempt status. The situ23
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ation required an independent ob
server to take action.
“I realized how valuable being
an accountant was in this spot,”
Mr. Linowes said. “My so-called
‘expertise’ was really the corner
stone of all we were doing. I eval
uated all these organizations, as an
accountant, and many of them were
rackets. I questioned this ‘admin
istrative expense’ and that ‘salary.’
The legislation we finally got
through was complete disclosure
legislation and it was modeled after
that of the S.E.C. It forced the
charities to make complete disclos
ure so the public could evaluate
them.”
The chairmanship of the Citizens
Committee for Regulating Charit
able Solicitations was David Lin
owes’ “first thrust into an unchart
ed area.” He continued to be active
politically and civically, as well as
professionally, and in 1967 was
asked by the State Department to
head a mission to assist Turkey in
its efforts to improve management
standards and to establish an ac
counting profession.
In 1968 he was requested to
travel to Pakistan, Iran, and Tur
key on behalf of the United Na
tions Industrial Development Or
ganization to assist in those coun
tries’ industrialization and economic
development programs. Then in
1970 he went on another mission
for the State Department, to India;
he has just returned from a similar
mission to Greece.
“I was present in these countries
as a consultant. We deal on a pro
fessional level, not a political one,”
Mr. Linowes explained. “You are
only effective if you are received
by the foreign government as its
guest, so that you can be construc
tively helpful to them.
“The missions were to assist the
developing nations in identifying
their resources and to help them in
guiding their application of these
resources to accomplish their de
sired end result. This included,
therefore, in Turkey establishing
an accounting profession. They re
alized that without an accounting

profession, a profession of meas
urement, they could not effectively
evaluate and control what they
were doing with their resources.
Of course, in these developing na
tions accounting is viewed in a
much broader perspective than the
way in which we view it here.
They don’t look at it as merely an
adjunct of business. For instance,
I recall very clearly asking Suley
man Demirel, then prime minister
of Turkey, why they wanted to
establish an accounting profession.
‘To help us govern our country,’
was his answer.”
These foreign missions helped
mold Mr. Linowes’ theory of socio
economic management for this
country’s social institutions. “Devel
oping nations really practice socio
economic management without rec
ognizing it as such. For example,
when they want to develop a par
ticular area, where, let’s say, there
are 100,000 people starving, they
will plan on a five-year basis for
the area to make its people selfsufficient in terms of being able to
work, being able to raise enough
food in order to sustain themselves.
They lay out a program requiring
so many dams for irrigation, so
many fertilizer factories to make
the soil fertile, and setting up edu
cational institutions to teach the
farmers how to use modern agri
cultural techniques. They never
consider the plan finished until all
the elements are finished; that
means 100,000 people are working
and producing their own food—
therefore they are self-sufficient.
The government doesn’t stop and
say, well now, we’ve built two
dams or three fertilizer factories:
This is ‘counting by numbers.’ It
feels the complete job must be
done. It is really addressing itself
to the social needs. It is a matter
of identifying as objectives ‘the
people needs.’
“This is what socio-economic
management is basically: It is ap
plying business management tech
niques to the social area by com
bining them with some social sci
ence techniques.”
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David Linowes believes many so
cial program administrators forget
their long-range objectives and in
stead just concern themselves with
how many people they can feed,
clothe, and house with the money
they have been given. He compares
this to business: “If business wants
to open a new market area, for ex
ample, it will start television adver
tising in the area, take newspaper
space, give out free samples, per
haps start a door-to-door campaign.
When all of that is over it will say
that for these applications of re
sources, for these inputs, for the
dollars we spent, we opened a mar
ket for $10,000,000 of sales that will
produce $1,000,000 of profits an
nually.
“If this were run by a poverty
program administrator, he would
say that for these dollars we spent
we got 20 television programs, 50
newspaper ad pages, and so many
samples were given away. In other
words, he just tallies the pieces.
He says for this amount of money
we fed 50,000 people, clothed 20,000 people, and housed 10,000
people. He forgets that the objec
tive is supposed to be to make
these people self-sufficient, make
them employable and employed,
just as in business the objective is
to make profits.”
Another lesson social institutions
should learn from business, accord
ing to Mr. Linowes, is the neces
sity of frequently changing the way
resources are applied until the most
desirable combination is found. He
points out that if a company is not
marketing its products successfully
it will change packaging, content,
advertising, etc., until it achieves
the volume and profits it wants.
But “in social institutions they
never change what they do, how
they spend their money. They keep
doing things in the same old way
just hoping for results. If the ad
ministrators do not feel they are
getting enough done they ask for
more money, and then they use it
to increase their activities in the
same ineffective way. They should
not become locked into doing the
same things but should keep chang
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ing until they achieve the kind of
objective they are after.”
Part of the problem, Mr. Lin
owes believes, is that there are no
adequate standards against which
to measure the true accomplish
ments of the administrators. The
poorest administrators get the most
money because it is felt that the
administrator who is achieving his
goals doesn’t need more money.
“In our social structure in the pub
lic sector ineffectiveness and inef
ficiency are rewarded,” he observes.
Mr. Linowes has proposed that
socio-economic management coun
cils, composed of social scientists,
business management executives,
and accountants, be established at
every level of government to deter
mine to what extent existing social
programs are meeting their objec
tives. Those areas that are solving
their problems effectively would be
given more aid to continue and
expand their programs. Those areas
that are not meeting their objec
tives would be given only their
basic funds; however, they would
be shown which other communities
had effectively handled their pub
lic programs, in the hope that the

inefficient areas would copy the
successful ones’ programs. The
councils would also create programs
to solve major urban problems.
“At the same time that our busi
ness sector built the greatest indus
trial complex in all world history,
our social institutions grew into the
biggest confusion of all world his
tory,” Mr. Linowes observes. “And I
maintain the reason for that is that
business and industry have evolved
sophisticated management prin
ciples and have applied them effec
tively. And they were able to do
this because they had a measuring
standard, profit. Social institutions
never had measuring standards,
and to this day don’t have them,
in most cases aren’t even seeking
them, and therefore haven’t been
forced to improve their operations
through the development of sophis
ticated management techniques.
Today they don’t have to create
their own: They can borrow from
business.”
Mr. Linowes’ ideas are being
put into practice by several organ
izations. The American Accounting
Association and the National Asso
ciation of Accountants have com25
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mittees on socio-economic account
ing. The D.C. Institute of CPAs is
considering establishing a socio
economic management council.
New York University is giving a
course on it this fall. Mr. Linowes’
Times article has been read into
the Congressional Record and he
has been asked to testify before a
Congressional committee on ways
of applying his management theory.
“I would like to see accounting
defined as the measurement and
communication of social and eco
nomic data. That is the way I feel
our profession will be defined in
the next 20 years; we’re moving in
that direction,” Mr. Linowes said.
He believes that a social commit
ment is necessary for the profession
of accountancy to maintain the
kind of standing in society it de
serves.
He also points out, for those more
materialistically minded, “There is
so much being wasted. If we come
in and show these institutions how
to redimension the way they apply
their resources, the rewards in terms
of fees are bound to be commen
surate with the results achieved.”
Active for U.N.

One of David Linowes’ many
charitable activities is his chair
manship of the National Council
of U.S. People for the U.N. The
organization is geared to humani
tarian activities but even this group
had a practical basis for formation.
As Mr. Linowes explains it, before
the formation of this group a per
son who gave money to the United
Nations could not deduct it for tax
purposes because the U.N. is not
an American organization and the
I.R.S. did not permit a tax exemp
tion. Instead, when U.S. citizens
contributed, the United States
would total such contributions and
then reduce its contribution to the
international organization’s cost by
that total.
In effect, individuals were really
giving money to the U.S. Govern
ment rather than the U.N. The U.S.
People for the U.N., an American
agency, enables individuals to give

added funds to the U.N. and have
their contributions tax exempt as
well.
Serves two universities

Besides being involved in Laven
thol Krekstein Horwath & Hor
wath’s practice development de
partment, both nationally and in
ternationally, Mr. Linowes is an
adjunct professor of management
at New York University, giving five
lectures a year on merger account
ing and management. He also
serves on the professional advisory
board of the University of Illinois’
department of accounting. Mr. Lin
owes has held several offices in the
AICPA, including a vice presidency
in 1962-63. Currently he is vice
chairman of the Institute’s trial
board. He is a member of many
civic organizations and in 1970 he
was awarded the American Jewish
Committee’s
Human Relations
Award.
In his scarce free time David
Linowes enjoys golf and tennis. He
plays the piano if one of his four
children doesn’t beat him to the
keyboard. Mr. Linowes collects
antiques and ivories, particularly
ivories from Italy, Germany, and
Austria. He admits, however, that
since he has been working in New
York City he has had little time for
art auctions.
During his travels Mr. Linowes
has rummaged through many stores
to find very old accounting litera
ture. He has even encountered a
stone tablet which contained hiero
glyphics on the subject of measure
ment. A painting he found during
his missions hangs in his office.
Done by an Indian artist, the paint
ing once hung in the dining room
of the American Embassy in India.
However, perhaps the most in
teresting adornment of David Lin
owes’ office is the bronze plaque
that hangs above his desk. It bears
a profile of President Theodore
Roosevelt and his words, “Fighting
for the right is the noblest sport
the world affords.” Mr. Linowes
has entered the fight by use of the
accounting discipline.
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